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Case Study: Home Depot in Chile 
Abstract 
Retailing is rapidly becoming a global industry and many retailers are expanding to 
foreign markets. However, some retailers successful in their home countries have failed 
in emerging markets such as Chile. A case study of the failed operation of Home Depot 
in the Chilean market helps in understanding why retailers do not succeed in all 
international markets. This case study is based on expert and consumer interviews, and 
analysis of secondary sources such as the local press and company reports. The main 
objective is to assess the role of the foreign environment on the performance of 
international retailers, and the main mistakes made by internationalizing firms. 
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Case Study: Home Depot in Chile 
Introduction 
In 2001, Home Depot became the largest home improvement retailer of the world. After 
being successful in Canada, their objective was to implement the same ‘three-legged 
stool’ format in other markets. Assortment, price and service, along with community 
support were seen as the key formula for success in international markets.  However, 
after three years of operation and huge losses in Chile, the company withdrew form the 
market. What went wrong in Chile? Which were the main mistakes of Home Depot? 
How did the host environment affect the performance of Home Depot in Chile?  
Home Depot Inc.  
Home Depot is the world’s largest home improvement retailer, selling a broad assortment 
of merchandise at competitive prices to do-it-yourself consumers, professional 
contractors, and builders. Home Depot reported net sales of $58.2 billion during the fiscal 
year 2002, and operated more than 1,500 stores in the U.S., Canada, and Mexico.  
Home Depot started its internationalization process by entering Canada in 1994, 
Chile in 1998, Argentina, 1999, and Mexico in 2001. Canada’s success made the firm 
move overseas, and chose Chile as its first market expansion out of North America 
because of its stable economy and a government that supported foreign investment. 
The first Home Depot store in Chile opened in August 1998, with 400 Chilean 
associates, and a partnership with a local retailer Falabella. Thousands of consumers 
visited this store during the first months. By 2001, Home Depot had opened five stores in 
Chile, however Home Depot’s operation in Chile has resulted in enormous losses. These 
results led the company to exit the market and sell operations to local partner Falabella. 
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Home Improvement Retailing in Chile 
Sales of home improvement in Chile for the year 2001 were estimated in US$ 4.000 
million. Similarly to the U.S., this industry was fragmented, with only 25% of the market 
share belonging to the four largest home improvement retailers: Sodimac, Construmart, 
Home Depot and Cencosud. The remaining 75% of the market was dispersed among 
many small neighborhood stores called ferreterias.    
Sodimac was the largest firm of home improvement and building materials in 
Latin America, and operated more than 50 stores in Chile and Colombia. The firm sold 
merchandise related to home improvement, and general home merchandise. Sodimac had 
two retail formats: Home Center and Constructor. Home Center was a retail store focused 
on the family, and included general home products, decoration items, and home 
improvement merchandise. Constructor aimed at independent constructors, professionals, 
and constructor firms, and provided facilities such as drive-through aisles that allowed 
customers to load the merchandise directly in their trucks.   
Easy was a home improvement retail store that belonged to the Chilean retail 
company Cencosud. This company was owned by Horst Paulsen, who participated in 
different retail business, such as grocery retailing, home improvement, and shopping 
centers. By the end of 2001, Easy had opened five stores in Santiago, and had 
implemented an ambitious expansion plan. Easy also launched a corporate credit card for 
consumers, and incorporated a wider product assortment in the stores. Other main 
competitors are Sodimac/Constructor and Construmart, both characterized as big 
warehouses that offer mainly materials for construction firms and professionals. 
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DIY Consumer Behavior in Chile 
People in Chile seemed less willing than in the U.S., to repair their houses by themselves, 
due to the low cost of labor to hire a maestro to do the work. Maestros were people of 
low social background, who specialized in home improvement and provided this service 
to families, constructors, and firms. Maestros of home improvement were relatively 
cheap to hire so consumers chose to purchase products with an installation service.  
“Today the DIY market in Chile is definitively not developed. First it is necessary 
to make a very big change on society because people do not like to make their 
own things, and prefer to delegate it to a third person” (Ricardo: Retail Manager) 
 
Additionally people in Chile worked long hours during the week days which left 
little time for home improvement chores. Even if Chileans want to repair their homes, 
they lacked the necessary information, workshops and the tools for reparation.    
“I don’t think that it works in Chile because people don’t like to read instructions, 
they don’t have the necessary tools. In the U.S. people have their garages 
converted in a workshop, and you can make or fix anything with lots of different 
tools. In Chile, nobody has the collection of tools needed to make repairs, or the 
necessary information” (Anita: Decorator). 
 
Women in Chile decided were to shop, especially during the week-ends. The most 
important attribute for them when selecting a store was the novelty of products, the 
possibility of new ideas and projects for the home, and the servicescape of the store. The 
general atmosphere of the store should be attractive with a focus on the family. 
Performance of Home Depot in Chile 
Consumers 
Although men consumers enjoyed shopping at Home Depot, their wives didn’t like the 
store and preferred to shop at Home Center or Easy.  Home Depot didn’t offer decoration 
and general home products, so the stores were not very attractive to women. The floors in 
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Home Depot were covered only with cement, and the ceiling was too high with not 
enough light. This resulted in a shopping atmosphere that wasn’t considered attractive for 
consumers. Home Center instead, was perceived as more attractive, comfortable, and 
enjoyable to shop, with a wider assortment than Home Depot.  
“On week-ends, I can’t go to Home Depot with my wife, because she finds Home 
Depot boring and ugly. However, if I have to buy home improvement products I 
would go to Home Depot because it is cheaper” (Jose: Constructor).   
 
Partner Falabella 
Home Depot didn’t have a close relationship with Falabella. Home Depot didn’t allow 
Falabella to participate in every executive meetings or accept suggestions from them. 
Overall, Home Depot did not make good use of Falabella’s knowledge of the Chilean 
market and lost a great partnership; one partner with strong home improvement retail 
knowledge, and a local partner with strong Chilean consumer and retail knowledge.  
“I always thought that partnering with Falabella was a great idea, because of the 
experience of Falabella in this market. But Home Depot excluded Falabella totally 
from its operations in Chile. They even weren’t allowed to participate in corporate 
decisions” (David: Retail Consultant).  
 
Suppliers 
Home Depot wanted to have the best purchasing condition of the whole market because 
of their size. However, during their stay in Chile, Home Depot was never able to sell 
large enough volumes to obtain the best conditions, and therefore they couldn’t make 
good use of their supplier network in Chile. In addition, Home Depot’s relationship with 
suppliers was not good. This resulted in a stronger relationship between the Chilean 
suppliers and Home Depot’s local competitors.   
“They reminded us that they are the biggest DIY retailer in the world, and we 
didn’t like their attitude. In fact we didn’t sell to Home Depot in two years, and 
during this period we even got closer to Sodimac” (Juan: Supplier). 
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Competitors 
Home Depot encountered strong competitors in Chile. Especially Sodimac had actively 
prepared for Home Depot’s arrival by developing an aggressive strategy of hiring a new 
CEO, training the employees, opening more stores, and improving logistics and service. 
Easy and smaller ferreterias followed Sodimac in this battle against Home Depot through 
new store openings and store renovations. Home Depot not only overlooked its 
competition in the Chilean market, but also prohibited its managers and employees to talk 
to any competitor, although it was a common practice in Chile to share information and 
maintain a good relationship. 
“I talk very often with my competitors. There is usually much communication in 
this market among competitors. This is very Chilean, but the employees at Home 
Depot weren’t allowed to do so” (Patricio: Retail Manager).    
 
Management  
Retail executives were considered very important people in the society due to the 
importance of this industry in Chile. Being general manager of an important firm in Chile 
was similar to being a member of a club. Managers usually frequented similar places, 
vacations resorts, conferences, and met with their families and children. Home Depot sent 
executives that were store managers in the U.S., and spoke Spanish, but did not have a 
strong network in Chile,. Therefore they had a hard time integrating themselves culturally 
and socially to the Chilean society and reality. Additionally, these executives never 
learned how to adjust to a smaller market. They came into the market thinking that they 
had a huge project. 
“The general manager of a retailer in Chile must integrate himself to the business 
community in order to be accepted by other executives. It is a social thing. It is 
like belonging to a club. It is a cultural aspect that is difficult to understand by 
foreign companies” (David: Retail Consultant).  
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Questions for Discussion 
 
1. What elements of the host environment affected the performance of Home Depot in 
Chile? 
2. What actors were relevant for Home Depot in Chile? 
3. Which were the main mistakes of Home Depot in Chile?   
4. How did the Management impact the results of Home Depot in Chile 
5. What information does Home Depot need when entering new markets? 
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